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OFFICE OF REPORTS AND ESTIMATES

TRANSPORTATION GROUP

‘ 16 August 1949
Weekly Intelligence Summary No. 75 :

SECTION I. %‘i’mmma! OF TRENDS AND DEVELOPMENTS

The US haa decided to relax its opposition somewhat to requests
from Egstern Buropsan air oarriers for commercial flights over US
ocoupation zonos during coneidoration of the British contention that
Western European sedurity no longer requires a defensive posture viseas
vie Satellite civil avidtion. This step has been taken in the interest
of re-establishing a un:.'ted front toward the Soviet bloc in this respect.
{Item Yo. 1, A)

Recent French Cabinet decrees establishing special financial con-
trols over the expenditures of the French Nationel Rallways (SNCF) indie
cate a growing Government concern over the burden imposed on the nationsl
budget by continuing railway deficits. All proposals relating to oper-
ating and investment budgebs and other important fiscal matters mist now
be submitted o a control mission at SNCF headquarters reporting dirsctly
to the Minister of Finance. The Goverrnment will probably support
economies 1n the railway budget that may be indicated by the findings
and recommendations of the control mission. Por reasons of political
axpediency, however, the Assembly mey not be willing to approve any
drastic implemcntetion of reilway economy proposals when the subject of
deficits in the nationalized industries is debated in October.

{item No. 2, B)

A US steamship agent in Shanghal has been approachsed by a Chinese
group, including the President of Aurora University, with a plan for
cperation of US vessels to Shanghai. The group adserts thet a Nationale
ist safe conduot guarantee can be obtained for msymnent to Shanghai of
two US«flag vesselas per month for three months. (Item Wo. 3, B)
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A major improvement in the Communist 0il situation in the Far East
is being implemented with direot participation of US~-flag tankers,
several of which are effectively controlled by foreign inbterests. A
number of US end foreign-flag tenkers have been chartered by Chinese or
Soviet interests to tranaport gasoline and kerosene from Constanza,
Rumanie, to Shanghei and Dairen, and some of the vessels are already
engaged in this traffic. The combined capacity of these vessels is
sufficient to sustain a movement of oil producte which would be of con=-
siderable military significance. {Item No. 4, A)
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SECTION II. CURRENT DEVELOPMENTS

CIVIL AVIATION

The US has decided to relax its opposition somewhat to requests
from Emsbern Buropean sir carriers for commercial {lights over US
occupution zones during consideration of the British contention that
Western Buropean security no longer requires a defensive posture viges-
vis Satellite civil aviation. This step has been taken in the interest
of re-establishing & united front toward the Soviet bloc in this respect.

Difficulty in enforeing strictly the US-UK ban on any increase in
Satellite commercial air penetration of Western Burope hag been
accentuated, not only by the UK*s_ willingness to approve special {lipghts
from time to btime, but alsc by a similar sititude on the part of various
Weatern Buropean countries not formally psrity to the US-UK agreement.
Increased trade relations between Eastern and Western Europe have induced
these couniries to admit chartered or irreguler ailreraft flights from the
Satellite States and have tended to generate pressure on the US for a
chenge of policy.

In addition to diplomatic f'lizhts, requests for air transit of US
occupation zones by Satellite cerriers have included the movement of:
(1) delegations to trade expesitions and comuercial conferences; (2)
competitors in international sporting events; and {(3) perishable food-
stuffs. Frequent rejection by the US of such spplications, particularly
of foodstuffs, has caused irritetion in the consignee countries.

Bastern snd Western Buropean airlines are ready to tske immediate
edvantage of the relaxation of US policy. The new director of the Czechow
slovak Airline (CSA) has recently snnounced that reorganization plans ine
clude an incresse in non-scheduled special flights to foreign countries.

A number of applications from the Yugoslavs for flights over the US Zone
Austria, furthermore, are pending.

An increese of EasteWest flights, on the cther hand, may carry some
disadvantage, because it will present recurring opportunities for expend-
ing the clandestine importation of aireraft parts and other poods barred
to the Satellites under embarzoes imposed by the OEEC countries, and will
accentuate the problem of cnforcement of export controls by these
countries. Reports indicate that CSA 1s continuing to surreptitiously
accumulete spare parts from Western Burope for its DC=3's and that the
Poles, who are secking bo incresse scheduled flighte to Paris, are alsc
attempting to set up undercover agents in Switzerlend and France for prow
curement of aviation equipment and instruments urgently needed by the
civil airline LOT and the Polish Air Force. (Secret)
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SURFACE TRANSPORTATION

Recent French Cobinet decrees establishing special financial con-
trols over the expenditures oF the French National Railweys (SNCF) indi-
cate a growing Government concern over the burden impesed on the
national budget by continuing reilwsy deficits. All proposals relating
to operating and investment budgets and other important fiscal matters
mist now be submitted to a control mission at SNCF headquarters report-
ing directly to the Minister of Finance. While the mission does not
have veto authority over the decisions of the SKNCF Board of Directore,
its recommendations will certeinly cerry considerable weight.

The National Railways! prospective deficit for 1949, variously esti-
meted between $80,000,000 and $180,000,000, resultis not only from loass
of traffic to highway transpori, but also from increased expenditures.
caused by higher prices, wages, and texes, and from the top~heavy
orranizctional structure of the railways. As reveanled by reports of a
Commission of Inquiry eppointed last year, an excessive number of per-
sonnel, especially administrative, end heavy charges for social security
peyments and pensions to a large number of retired personnel also cone
tribute to the deficit. (Engineers retire at 50 and cbher railwaymen
at 65, ten years earlier than corresponding personnel in the US., For
every ten railwaymen in active service in France, there are seven more
drewing pensions.) The Commission's report, moreover, criticized the
SNCF for its practice of making operational decisions on technical
greunds without due regard for economic considerations and cited the
existence of a large number of unprofiteble branch lines.

One of the first items on the agenda of the French Assembly when it
reconvenes in October will be the problem of recurring deficits in the
nationalized industries. The Govermment wiil probably support economies
in the reilway budget that may be indicated by the findings and reco-
mendations of the control mission. For reasons of political expediency,
however, the Assembly may not be willing to approve any drastic imple~
mehtation of railway economy proposals. (Confidential) :
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A US steamship agont ir. Shanghai has been approached by a Chinese
group, Ineluding the Pocilavis of Firors Ynivoraity, vith a plan for
opcratisn of US vessuls to “honghai. The group ssserts that a
Nationslist safe corlict rusrantee l'er moverent to Shanghai of Lwy USe
flag vessels per morta roy three meths can te obtaired, Subjent to
Wationealist approval o Uhe commodities irarsported, the vessols vould
be permltted to cari-s serro Drom Houg Kong o Shanchad, returning to
Hong Kong with z2arpc .. Cunttpned to Haticnalict izcerests, The e oiofnals
let Mirister of Com un.caticns is <mbed boy Le imslicnted in t® | lmn.

It the repart . “rue, auvd if "% is nut rerely & scheme 7yr prr.
sonal advantape, it »w.i7 indicate Ghat the Nutloralicts are preseced to
give the Communigts .o lnin merchaniicas snd 8l Jeast & limived cut et
to Hony Long in order .o sxtricate vns aecifiec cargoes from Shanelal,
Althoush the owmers 17 . jussels nre legaliy free to engaze .+ suuh i
transaction, their camsivipatinon conld involve She U3 flag Lo ‘reidents,
(Conricentisl)

A major improven in the Coruiurilst 011 situastien in the ur Fagt
is bel:r 3 implemente. i "7 3T rict phiticipabiorn ofF 3aTlag tank «rs,
several af which are rUEeatively caritrollad by foreigr. interents, A
nunber of US and farsi m«llag tankers mave teen chaprtered by Lainese or
Soviet interests to transsort pasoline snd kercsers from Congtanase,
Runanie, to Shanzhai asg Jalren, and some of the vessels are slresdy
enmapgel in this traf ‘ic, , .

Crartering of U3 .r-sels in trede Se Sovied or Clinese Coimurist
ports violates no U !rw and iuns conteary to ne clearly expresssd US
poiicy.s It ia obwvi: ., waver, thot the delivery of oid prodicse to
arsas unler completr iaviet or Chinese Commmist eontrol is desrirumtal
to US pational securit:. The circumsiances surroundiry the aptivity
suzgest, moreover, tn. vareirn intercits -san control and operatae 3
vessels oy deliveras ouiterfupe and Lt the L Govermment, i Lho
absence of & violatiom - U5 law, sy be uisble to restrain ths mavee
ment of such US-fla; viisols, even theuch they ure sngaged in sraf’ie
oprosed lo its sesurity interests.

The background o' the trensactior is obscure wad meny debilis are
subject o conflictiing reporti. Not ecren the ownership of ihe U3
vessels is entirely o) wr, The US vessels appear tu have been aii’gned
to thelr present activity after a puesibly deliberate series of GOIpLlie
cated transactions irvalring tereboct, time, mnd voyare charte~s, In
these transesctions, arveral Chinece corporretions have successively
controilcd the movencrts »f tre versels and at least one of btao teskers
is now under outrigh . «larter to the foviet Rumeninn Transport Lo,
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The USSR has had difficulty in satisfying its petroleum require-
ments in the Far East in view of the limited production of Sakhalin,
inadequate capacity of the Trins=3iberian Reilroed, shortases of tank
cars, and the smsll flset ol toviet tonkers. SHevere local shortages
have induced the USLUR o move some oll by terker from the Black Sea to
the Maritiwe Provinces. It ncw appoars, moreover, bLhut the USUR is
attenpling throurh “hn ‘oint Fumanian courpar;y W slleviate the petrolews
shortayre of the Chircse wommnists.

The tankers knom o heve been chartered in the Communist trade
represent the tonne e cguivelent of a sajor part of the entire Doviet-
flap tanker fleet s~ they previde She USSR with the services »f nodern
units whick are vir‘unily unesualled Zor speed srd ofriciency in its own
fleot, The combined caracity of thoese vessels is sufi'lclent to sustain
8 movement of oil products which would te of sonsidernble military sig-
nificance. A concentration o firs% clacs tankers in Communist hrrbors,
moregver, might weli uta an invitation to seiiure. (Secret)
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